This paper examines the effect of corporate governance denoted by board size, duality, agency cost etc. on the performance of selected 24 GCC banks based on the criteria of total assets for the financial year 2012-13. Tobin's Q and Return on Total Assets (ROTA) are adopted as a measurement of accounting and financial performance respectively.
Introduction
Agency problem is not new to the corporates. Primarily, it resulted from the split-up of ownership from management. It upshot in Managements' lower interest (Jensen & Meckling, 1976) . Researchers conclude that firms with greater agency problem performed poorly. Thus, an efficient governance structure proved effective in alleviation of such giant problem (the agency problem) (Brown & Caylor, 2004) and ultimate resulting in the better performance. Most noteworthy are a good number of researches e.g., (Bhagat & Bolton, 2008; Fallatah & Dickins, 2012; Grove, Patelli, Victoravich, & Xu, 2011; Kapopoulos & Lazaretou, 2007) , Al-Rashed (2010) ; Shleifer and Vishny (1997) ; Hermalin and Weisbach (1991) etc. that proved the fact stated above.
The global financial crisis of 2007 has again fierce the debate over the relationship of corporate governance and the performance of firms specifically banks. Despite its importance, this topic has been explored only by a few studies. But very few are in the bank perspectives and a few are for the GCC.
This study is an outcome of research conducted to portray the effect of different aspects (variables) of corporate governance on bank performance. The focus area for the study covers the leading banks in the GCC region.
Literature Review
The literature on how the corporate governance does influence the firm performance is widespread though the outcomes are contrary. Larcker, Richardson, and Tuna (2007) for example, determine that the relationship of corporate governance and performance of firms fail to produce a consistent set of results. Fallatah and Dickins (2012) , concluded that corporate governance and firm performance (measured as return on assets) are unrelated, but corporate governance and value of firm (as measured by Tobin's Q and market value of equity) are positively related. Barako and Tower (2007) , found foreign and government ownership in board are negatively related with firm performance. Similarly, Heracleous (2001) conducted a research on the theme and concluded, "researches have failed to find any convincing connection between the best practices in corporate governance and organizational performance". He concluded that best practices of corporate governance like CEO/Chair duality and insider/outsider composition and organizational performance are insignificantly related. In contrast, Tandelilin, Kaaro, and Mahadwartha (2007) cited a positive relationship with no liner effect among corporate governance and firm performance. Additionally, Brown and Caylor (2004) , concluded that "firms with weaker governance perform more poorly, are less profitable, more risky, and have lower dividends than firms with better governance". Authors found a strong correlation between corporate governance and firm performance for a large sample of US firms. Similarly, Kapopoulos and Lazaretou (2007) cited a linear positive relationship between profitability and ownership structure.
Corporate Governance and Bank Performance
The aforementioned studies witnessed that corporate governance and firm performance is well taken by the researchers render mixed results. But the focus of the present study is to trace out the relationship between the corporate governance and the bank performance. Banks are among the most important sources not only of finance but also of external governance for firms. Unlike, other corporations banks carry a special responsibility to take care of people's money as well as maintain trust among the other stakeholders. Therefore, banks need to be more accountable and transparent. Thus, the structure of the governance of banks remains unique in nature.
Some studies focuses on the performance of GCC banks follows specifically, Al-Musalli and Ismail (2012) investigated the upshots of corporate governance variables on Intellectual Capital Performance (ICP). Researchers concluded that there is no effect of bank size on its performance. While, intellectual capital performance and bank financial performance is positively related. Arouri, Hossain, and Muttakin (2011) examined the linkages of bank performance (ROA) and Board Size, CEO Duality, Block holders, Institutional Ownership and Foreign ownership for 27 banks from GCC countries except Kuwait from 2008 (Table 1 ). The authors found foreign ownership and bank performance are significantly associated while the ownership is to be found negatively associated with performance. On the other hand the board characteristics like board-size and duality insignificantly impact the performance. And the size of the bank affects performance positively.
Some other studies have also examined the relationship and impact of corporate governance on banking industry-see for example, Sufian (2010) , Kabigting (2011) and Grove et al. (2011 ) etc. Grove et al. (2011 carried out a study on 236 US public commercial banks from 2005-2008 to find out the corporate governance impact on the bank performance. Authors classified the corporate governance variables in two categories, i.e. governance factors and control variables. The findings of the study suggest that board size and financial performance is negatively associated while insider representation is positively related with performance. Moreover the dual role of CEO has a negative association with financial performance. 
Methodology
Up till now corporate governance among GCC countries is infantile state of affairs. The last decade only witnessed the emergence of corporate governance and the Arabic word 'HAWKAMAH' promulgated for corporate governance. But despite the infantile state and several challenges ahead in the region, corporate governance is making a mark in GCC (Saidi, 2011) . Oman took the lead in the region to issue firstly a code of corporate governance in 2002. While on the other hand Kuwait left behind and could only incorporate certain guidelines in their company laws in 2012 still the governance code is yet to be finalized.
But despite of several initiatives and formal code of corporate governance existed in each country. Still there is a leap gap to align with the international corporate governance best practices and a dire need to strengthen more the structure so that the region could be safeguarded from the effects of any world economic turmoil.
The GCC banking sector except Bahrain and Oman was in totality conservative of nature earlier. It resulted in the entry restrictions for foreign banks. However a noticeable reversal can be seen in these policies specifically in last decade (Al Karasneh & Bolbol, 2006) . But the corporate governance is introduced to banking sector along with other sectors only. The GCC banking sector has some special features such as family business ownership, existence of conventional and Islamic banks together. With the existence of many Islamic banks the GCC banking sector witnesses several unique characteristics. Though, the GCC governance codes do not address separately the Islamic banks except few provisions in the existing codes of governance.
In order to achieve the objectives of present study, 24 GCC banks are selected based on the criteria of total assets. Mainly data is collected from gulf base website (www.gulfbase.com) and cross verified with the annual reports, respective central banks of GCC countries and individual banks' websites. The second performance measure, we use in the present study by considering the financial aspect. The TOBIN's Q is denoted as the proxy for it. TOBIN's Q propounded by James C. Tobin (1969) explains the relationship of current cost of replacement assets to the market value of the firm's assets including share & stocks (Al-Hawary).
Henceforth our study regress the twofold factors such as corporate governance factors and value of firms (CGVF) as advocated by Rashid and Islam (2013) . Thus, we state the primary hypothesis of the study as below.
H 1 = GCC bank performance is significantly influenced by the corporate governance factors.
The corporate governance factors considered in the present study is stated in the given next section.
Corporate Governance Variables

Board Size
The importance of board size to influence the performance/value of the firms is widely advocated by researchers see e.g., Grove et al. (2011) , Kapopoulos and Lazaretou (2007) , Dalton and Dalton (2005) , etc. Researchers argued that larger board size with the blend of their educational background, talent, technical knowledge and skills etc. is more expected to draw the diverse talent and diversity to the board decisions Abeysekera (2010), Coles, Daniel, and Naveen (2008) and Dalton and Dalton (2005) etc. In contrast, Nam, Nam, and ong (2004), Beasley (1996) , Jensen (1993) etc. argued that a lager board size usually lack effective communications causing dearth of open interface and arguments resulting in increasing the CEOs power. Thus in this light our second hypothesis state below.
H 2 = Board size positively affect the value/performance of GCC banks.
Duality
Early studies like, Jensen and Meckling (1976) and Cadbury committee report see Cadbury (1992) it-self argued that the position of CEO and the Board chairman should not be hold by one person only. As it reduces the degree of independency of board in one hand and widen the area of self-serving and entrenchment for CEO on other hand (Kang & Zardkoohi, 2005) . In continuance to the preceding trend we also purpose, H 3 = CEO Duality has a negative effect on the performance of GCC Banks.
Block Ownership
GCC banking sector has a unique characteristics in terms of ownership structure as large size of ownership concentration is based on either family ownership or other block holders (Chahine, 2007) . The presence of block holders in the firm's ownership were assumed to facilitate better monitoring inducements leading to great performance (Leech & Leahy, 1991) . Researchers such as Ongore (2011), Hartzell and Starks (2003) and Smith (1996) suggest that manager behavior can be constrained by the corporate monitoring done by the institutional investors/ block holders. Our approach also supports the earlier studies as well, so the hypothesis to test it can be:
H 4 = Block holders in the ownership structure of GCC banks positively influence the performance.
Control Variables
The organizational characteristics of each firm do have an influence on the structure of corporate governance followed that upshot into the impact on performance (Grove, 2011) . Therefore in the regression model to nullify this effect the control variables are useful. As per www.businesdictionary.com, "control variable is the variable that is held constant in order to assess or clarify the relationship between two other variables". Thus two variables i.e. total assets and market capitalization has been constructed as the control variable. In order to purge the multi-collinearity effect natural logs of the variables are taken.
Model Specification
As specified in the above section, we have selected two dependent variables represented by ROA and Tobin's Q. The Corporate Governance variables specifically include the board size, duality, block ownership and agency www.ccsenet.org/ass Asian Social Science Vol. 11, No. 9; cost. The value of ROA is get after dividing the operating income by total assets for each bank. While TOBIN's Q is considered the proxy for financial performance calculated on the basis of formulation given in (investopedia.com), i.e.
TOBIN's Q =
First independent corporate governance variable is the board size of banks. The variable is measured by summing up the total number of board members inclusive of chairman, vice-chairman and CEO. The next independent variable is Duality. It is a dummy variable. The variable is constructed to test the influence of leadership structure on overall value of the GCC banks. It is considered 1, where CEO and Chairman is the same person, otherwise = 0. Block Ownership represents the sum of majority shareholders. It is get by summing up the percentage of ownership holds by all majority shareholders. The majority shareholder we have considered to those who holds 5 or more percent of shares. Ownership structure is also a measure for agency cost. Instead of taking the dummy variable we have add all the majority shareholders percentage to get the Agency Cost. In the present empirical analysis to test the hypothesis stated earlier multiple regression model using Ordinary Least Square (OLS) is set. Thus the following type of linear modulation is used:
Where, TQ i = Tobin's Q for the period of i. 
Empirical Results
Descriptive statistics as reported in Table 2 depicts the average board size in GCC Banks as 9.9 directors. This seems to be slightly higher than the optimal board size propounded by Jensen (1993) i.e. seven to eight. Table 2 also shows on average, 87.5 percent of the directors in GCC board structure are independent while 12.5 percent are dependent viz. CEO and Chairman is the same person. It is interesting to note that on an average 54.16 percent of total sampled GCC banks are controlled by block ownership proxied as agency cost in table 2. Vol. 11, No. 9; We use OLS method to test the hypothesis of Corporate Governance and Value of the Firm (CGVF) model using cross sectional data of 24 GCC banks for the current year of 2013. (2008), Nam et al. (2004) , Beasley (1996) , Jensen (1993) etc. It indicates that smaller board size will result into the better bank performance. As advocated by Al-Musalli and Ismail (2012), Grove et al. (2011 ), Kabigting (2011 that smaller board is more capable for monitoring the management closely. Our third hypothesis, i.e. CEO Duality has a negative effect on the performance of GCC Banks. Regression results for equation-1.1 & 1.2 shows a positive relationship with both financial (t= 3.01, α= .01, t=2.71; α= .01) and accounting performance (t= 3.66, α= .01). In addition, we examine how duality interacts with board size. Estimated coefficients of equation-1.3 with financial performance (Table 3 .a) suggest that the dual role of CEO along with optimal board size produces the significant effect on the firm financial performance (t= 2.33, α= .05). This is further confirmed by accounting performance coefficients reported in table 3 (b) where (t= 3.16, α= .01). Thus the estimated coefficients suggest that board size and the dual role of CEO are likely to improve the GCC Bank performance.
www.ccsenet.org/ass Asian Social Science Vol. 11, No. 9; The last hypothesis, i.e. Block holders in the ownership structure of GCC banks positively influences the performance. The block holders are proxied by the agency cost. The coefficients are significant at .05 level for financial performance except equation-1.1, where it is negatively insignificant. While in terms of accounting performance it is negatively insignificant except in equation-2.3 where it is positively insignificant.
Conclusion
In this study we examined the role of corporate governance variables (board size, duality, agency cost) on performance of selected GCC banks denoted by TOBIN's Q and ROTA. The hypotheses stated were tested on the cross sectional data of 24 GCC banks for the financial year 2012-13. The first finding of our study supports the earlier contention that smaller boards are relatively capable for monitoring the management closely. It is found to be true in GCC banking context. Thus our findings uphold the conclusion of Al-Musalli and Ismail (2012), Grove et al. (2011 ), Kabigting (2011 . On the other hand it contradict with Arouri et al. (2011) .
On duality issue our findings conclude that dual role of Chief Executive Officer (CEO) are likely to improve the GCC bank performance. It supports Al-Musalli and Ismail (2012) and contradict with (Arouri et al., 2011) , Grove et al. (2011) etc.
The presence of block holders in ownership structure of GCC banks tends to have a positive effect on the financial and accounting performance of banking sector. Therefore it contradicts with Al-Musalli and Ismail (2012), Arouri et al. (2011) and Grove et al. (2011) etc.
In nutshell, the study concludes that the corporate governance poses a significant influence on the financial and accounting performance of GCC banking sector.
